




















homeless services coalition, and the Salvation Army to provide 50 permanent housing 
units, along with supportive case management, for homeless patients in the community. 
Like other such initiatives that alleviate pressing social needs, this program reduced 
avoidable health care utilization-health care costs fell by $1 million over 18 months. 
While the case management component of the program is eligible for Medicaid 
reimbursement, the rental assistance relies on other funding. It is critical that value­
based financing provides the flexibility to meet social needs and reduce avoidable health 
care utilization without limiting the capacity of essential hospitals to serve patients in 
need. 

Resources are required to both screen for and address social needs. Hospital staff must 
undergo training and dedicate time to performing the screenings, IT systems might 
require updates to incorporate new screening tools and referral systems, and hospitals 
must build and maintain referral relationships with an array oflocal organizations. 
Infrastructure, staff time, and community engagement require resources that are 
especially scarce for essential hospitals that serve the vulnerable populations most in 
need of this assistance. Incentives across the health care delivery and payment system 
need to be aligned to promote equity of care and eliminate disparities. We urge ASPE 
to examine the upfront costs of developing infrastructure to address social 
determinants of health, as well as the existing resource challenges of essential 
hospitals, which operate with margins less than half that of other hospitals. 

RISK ADJUSTMENT IN MEDICARE PAYMENT PROGRAMS 
We are pleased that CMS finalized the provisions of the 21st Century Cures Act related 
to risk adjustment in the Hospital Readmission Reduction Program (HRRP) 
rulemaking process.17 Specifically, section 15002 directs the HHS secretary to "assign 
hospitals to groups ... and apply the applicable provisions of this subsection using a 
methodology that allows for separate comparison of hospitals within each such group" 
for the HRRP.18 The legislation further specifies that groups are ''based on their overall 
proportion, of the inpatients who are entitled to, or enrolled for, benefits under Part A, 
and who are full-benefit dual eligibles." But this is only the first step toward true risk 
adjustment for hospitals treating patients with social and economic challenges. The 
agency must go a step further and adjust measures so that quality comparisons are 
accurate and fair. 

Outcomes measures, especially those focused on readmissions, do not accurately reflect 
quality of care if they do not account for social risk factors that can complicate 
outcomes. A large and growing body of evidence shows that sociodemographic factors­
age, race, ethnicity, and language, for example-and socioeconomic status, including 
income and education, can influence health outcomes.19 These factors can skew results 
on certain quality measures, such as those for readmissions. For example, it is well 
known that patients who lack reliable support systems after discharge are more likely to 

17 21st Century Cures Act, P.L. 114-255 (H.R 34, section 15002), 114th Cong. (2016). 
18 Ibid. 
19 America's Essential Hospitals. Sociodemographic Factors Affect Health Outcomes. April 18, 2016. 
http://essentialhospitals.org/institute/ sociodemographic-factors-and-socioeconomic-status-ses-affect­
health-outcomes/. Accessed October 30, 2018. 
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be readmitted to a hospital or other institutional setting. These readmissions result 
from factors beyond the control of providers and health systems and do not reflect the 
quality of care.20 

Identifying which social risk factors might drive outcomes and how best to measure and 
incorporate those factors into payment systems is a complex task, but doing so is 
necessary to ensure better outcomes, healthier populations, lower costs, and 
transparency. Quality measurement must account for the socioeconomic and 
sociodemographic complexities of vulnerable populations to ensure hospitals are 
assessed on their work, rather than on the patients they serve. Ignoring these factors 
will skew quality scores against hospitals that provide essential care to the most complex 
patients, including those with sociodemographic challenges and the uninsured. Risk 
adjusting measures for these factors also will ensure that patients receive accurate 
information about a hospital's performance. 

We urge ASPE to keep in mind that the use of quality measures in Medicare programs 
without appropriate risk adjustment creates an uneven playing field. The failure to risk 
adjust could cause hospitals treating a large proportion of complex patients to face 
penalties at an increased rate, further diminishing resources at hospitals that often 
operate at a loss.21 America's Essential Hospitals strongly supports the inclusion of 
factors related to a patient's background-including sociodemographic status, 
language, and postdischarge support structure-in measure development and risk­
adjustment methodology. 

ALTERNATIVE PAYMENT MODELS 
Under value-based payment models, hospitals no longer are expected simply to treat a 
diagnosis and episode, but to take responsibility for the overall health and outcomes of 
their patients. As a result, essential hospitals seek to support patients' broader health 
and social needs to improve outcomes and efficiency. Our members have developed 
innovative care delivery models and participate in a variety of initiatives at the federal, 
state, and local levels. They are well-situated to do so because of the comprehensive, 
integrated nature of their delivery systems, their strong primary care base, their staffing 
models, and their historic need to provide high-quality care on a shoestring budget. 

Essential hospitals often serve as anchors within their communities, with deep ties to 
the residents; this leads to a clear understanding of the nonclinical influences on 
patients and population health. However, significant challenges exist in developing 
partnerships, building needed infrastructure, engaging patients, measuring progress, 
and creating sustainable funding models. Additionally, quality metrics, used in 
Medicare payment models to evaluate performance and determine shared savings or 
incentive payments, do not yet incorporate social risk factors. In designing new 

20 See, e.g., National Quality Forum Technical Report. Risk Adjustment for Socioeconomic Status or Other 
Sociodemographic Factors. August 2014. 
http://www.qualityforum.org/Publications/2014/08/Risk_Adjustment_for_Socioeconomic_Status_or_Ot 
her_Sociodemographic_Factors.aspx. Accessed October 30, 2018. 
21 Reiter KL, Jiang HJ, Wang J. Facing the Recession: How Did Safety-Net Hospitals Fare Financially 
Compared with Their Peers? Health Services Research. 2014;49(6):1747-1766. 
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payment systems, policymakers should give special recognition and financial support to 
providers who disproportionately deliver care to disadvantaged populations with health 
and health care disparities. We urge ASPE to examine the barriers for essential 
hospitals to participate fully in alternative payment models and the influence of 
social risk factors in participant performance in these models. 

******* 

America's Essential Hosp' s appreciates the opportunity to submit these comments. If 
you have questions, ple e contact Senior Director of Policy Erin O'Malley at 202-585-
0127 or eomalleyfl tialhospitals.org. 
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